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Competition in the Market
In economics, competition is a condition in which different firms seek to secure a limited
market share. Firms compete against each other by improving products’ quality, decreasing the
overall price, offering discounts, etc. Market competition is generally considered beneficial to
consumers and society for a couple of reasons. Firstly, it provides variety. To “battle it out,” firms
“have to make things cheaper or better. And that is great for consumers” (NPR). Having options
to choose from benefits consumers who are always looking for goods with the best quality and
lowest possible prices. Second, competition forces companies to innovate. To perform better than
competitors, companies have to be more creative when enticing more consumers and improving
productivity. That means creating technologies and inventions that can add to the products’
function and the production process. These new technologies and innovations will promote
economic growth and improve people’s quality of life in the long run. However, there are
instances where competition does more harm than good, which then makes us reconsider the
potential benefits of its supposedly evil opposition - monopolies. In doing so, we discover a
complicated relationship between the two concepts.
Competition can pressure companies to engage in fraudulent or unethical business
practices. Enron’s collapse is a good example of competition gone wrong. According to the
Enron: The Smartest Guys in the Room documentary, when at its peak, the company invested
billions in power plant, utility, pipeline, and waterworks companies in India, Brazil, and Great
Britain. When the profits from these investments failed to materialize, they figured investors
would dump their stock. Considering the competitive nature of the energy-trading business, they
know that their stock values, once dropped, would be difficult to raise back - competitors would
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whittle away their profits. To prevent those losses, they had to fool their investors. This is when
depending on competition for innovation comes in handy, ironically. As the documentary reveals,
leaders of the company came up with ways to cook the book. The CEO of the company, Jeffrey
Skilling, utilized the mark-to-market accounting method. Mark-to-market accounting allowed the
company to claim the projected revenues from some trading contracts into current income
statements. If the revenues were less than projected, Enron would transfer it to an off-the-books
corporation where the loss would go unreported. Similarly, the CFO Andrew Fastow created
special purpose entities (SPEs) to bury the company’s financial losses. Enron would transfer
some of its rapidly rising stock to SPEs in exchange for cash. The SPEs would subsequently use
the stock to hedge an asset listed on Enron's balance sheet. In turn, Enron would guarantee the
SPE's value to reduce apparent counterparty risk. These accounting cheats enabled Enron to
appear profitable in front of investors, thus gaining advantages against competing companies. In
other words, market competition has incentivized Enron to engage in fraud, which then left both
the company and its customers worse off.
Competition can cause harm beyond the scope of one or a few corporations - greater
society sometimes has to pay the price of competition. The RepresentUs video Corruption is
Legal in America showcased an instance where competition can corrupt the law-making process
in the USA. The video focuses on lobbying - a legal process where any entity wealthy enough
can buy their political influence and make a bill in their favor become a law. Special interest
groups have taken advantage of lobbying’s legality to gain the upper hand in market competition.
“A special interest hires some lobbyists; those lobbyists collect campaign contributions, offer
jobs and then write the laws that the Congress then passes to help those same special interests”

3
(RepresentUs). Market competition creates incentives for those special interest groups to invest
in political campaigns. Considering the staggering 4.4 trillion dollars that the top 200 politically
active companies alone earned in exchange for their support for the government, those
investments seem to pay off.
Corruption is obviously an issue for society, and the Corruption is Legal in America
video has highlighted the negative impacts it has on Americans. This corruption is the roots of
political power inequality between average citizens and the top 10%: while “the preferences of
the average American appear to have only a minuscule, near-zero, statistically non-significant
impact upon public policy,” the elites “get what they want” (RepresentUs). This biased
distribution of power also causes almost every major issue (expensive health care, ridiculous tax
codes, floundering education, etc.) that the bottom 90% of Americans have to put up with it
every day (RepresentUs). However, it is not all sunshine and roses for the special interests. As
Dr. Martin explained in one of her lectures, “an incentive initiates an act of exchange, and once
you have multiple acts of exchange happening in response to the same incentive, you have a
market” (Aug. 25). In this case, having a law in your favor is an incredibly attractive incentive
that no group can pass upon. Thus, lobbying becomes an auction-like market where interest
groups are compelled by the competitive pressures to keep up with their competitors. They
compete in a bidding war where the highest bidder has the laws on its side, and the losers suffer
from financial loss and possible disadvantageous regulations. As a result, neither society nor
special interest groups benefit from this competition-incentivized corruption in the long run.
The two examples above have challenged the widely-assumed benefits of market
competition on social welfare. Considering the two cases, one cannot help but steer the attention
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towards competition’s polar opposite - trusts and monopolies. Similar to how competition has
been assumed to be good for society, trusts and monopolies have long been considered the devil
that must be avoided at all costs. Trusts and monopolies vary slightly in how they operate but
have one thing in common, they “control such a large share of the market that it is impossible for
other companies to compete” (Martin Sept. 22). According to the NPR podcast Antitrust 1:
Standard Oil, trusts and monopolies are the opposite of competition. If competition provides
consumers with variety - better products at lower price points, monopolies rob consumers of the
ability to choose, which allows them to set the price to however much they want, regardless of
supply and demand and the products’ quality. If competition encourages innovation, monopolies
have no incentive to provide new and improved products. The example of Standard Oil and the
Antitrust law in the podcast further highlights the contrast between the two concepts: monopolies
are David to competition’s Goliath, and everyone should favor competition. However, nothing in
life is just black and white, and the relationship between competition and monopolies are no
exception. The patent industry is an excellent example of the complication of said relationship.
According to Investopedia, “a patent is the granting of a property right by a sovereign
authority to an inventor. This grant provides the inventor exclusive rights to the patented process,
design, or invention for a designated period in exchange for a comprehensive disclosure of the
invention” (Kenton). Basically, patents are the rights to monopolies, but in this case, monopolies
actually do society a lot of good. Without patents, far fewer people would put in the time and
effort to come up with new technologies and inventions since their work would just be stolen,
and the market would be flooded with “rip-offs” (Flynn). Without patents, investors are unlikely
to see any financial reward for their investments; thus, no money would be spent on researching,
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and no one would be able to invent in the first place. In other words, patents, or monopolies,
incentivize innovation. It seems like the characteristics of competition and monopolies have been
reversed. However, stimulating innovation doesn’t hide the fact that patents are still monopolies
at their core, and with that comes price-fixing, quality declination, etc. But considering the fact
that patents only benefit private institutions for a limited period of time before becoming public
goods, the price seems fair to pay.
That price would remain fair if we were not in a global pandemic. The Coronavirus has
added another layer of complication to market competition and monopolies. The entire world is
rushing to find the cure to the virus: organizations, corporations, nations are competing against
each other in the race for the COVID-19 vaccine. Competition is doing its work - promoting
innovations. Then what would happen if one entity succeeds? That institution may choose to
make it widely available to millions of people at a reasonable price, but considering the billions
of dollars invested in the process, this scenario is highly unlikely. It is much more possible that
the entity inventing the vaccine would file a patent and claim monopoly on it. In normal
circumstances, the patent’s expiration would make this acceptable, but again, in a pandemic
setting, patents have lost their original pros. People cannot wait until the patented vaccine
becomes public goods. That means society would have to accept whatever price the vaccine
inventors see fit, which is obviously not ideal. In this case, relying on competition for innovation
not only puts immense power into the hands of a few but also puts the public at risk. This
scenario reminds me of an inflation scandal in Vietnam a few months ago. When COVID-19 first
broke out, Hanoi’s Center for Disease Control was the only one in charge of testing the entire
city. Taking advantage of that “monopoly,” the center’s officials fraudulently inflated the
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purchase price for a new Coronavirus test system by $200,000 per kit (Ba Do). I am afraid that
the same sort of inflation might occur if one entity manages to come up with an effective
vaccine.
In conclusion, market competition is not as inherently beneficial as it is often praised to
be. It can pressure companies to engage in frauds, which then leaves the market worse off. It can
corrupt the laws, which then harms greater society. Considering competition’s downsides, one
also reevaluates its relationship with trusts and monopolies. The patent industry is an instance
where the contrasts between the two concepts are blurred. It also showcases the complicated
nature of the dynamic between competition and monopolies, especially through the race to the
coronavirus vaccine. Everything combined goes to show the prevalence of competition and
monopolies in today’s world.
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